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LABOR SHORTAGES HIT SMALL BUSINESS

While businesses across the board are struggling due to worker shortages, surveys show that small businesses,
who have less ability to offer more generous pay and benefits, have been hit the hardest.! Although businesses
may need to employ new methods to attract workers as the economy reopens, businesses should not be hindered
in these efforts by the federal government.

e Over a year into the pandemic, small businesses are still struggling to find workers.
> Rather than workers filling open positions as the economy has continued to reopen, job openings have
climbed to new highs month after month.?
» According to a National Federation of Independent Business survey, fifty percent of small business
owners reported job openings in August 2021 that they were unable to fill, a 48-year record high.?
» Additionally, surveys found half of small businesses have found it harder to find qualified workers
compared to a year earlier and 28% identify this as their single most important problem.*

e Challenges are widespread and persistent.

» Although business closure rates are falling across the U.S. from levels last year, closure rates remain
elevated compared to pre-pandemic times. Further, minority-led small businesses were at least 50
percent more likely to report being closed than other small businesses.®

» Sales overall are rising, but the majority of consumer-facing small businesses in retail and hospitality
reported a reduction in sales compared to the same period last year.®

» Small businesses in the U.S. continue to report reduced employment since the beginning of the year,
including those in the transport and hospitality sectors who have been hit worst.”
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e Small businesses are turning to technology and overtime to make up for shortages.
» Although 26 percent of small businesses plan to raise compensation in the next three months to attract
workers, some experts say it isn’t enough.®
» Consequently, one survey finds nearly one in three small businesses adopted new systems or technology
to sustain operations amid this worker shortage.®
> Other businesses are turning to their existing workforce to pick up extra hours.*®




e The government shouldn’t continue to suppress labor force participation.

» While labor force participation has been trending downwards for years as the working population has
aged, the pandemic caused it to free fall. The labor force participation rate fell roughly 3 percent from 63
to 60 percent in early 2020 and still hasn’t fully recovered, leveling out at 61.7 percent in August 2021.1

> Despite claims to the contrary, research from the Federal Reserve Bank of San Francisco found that the
enhanced and extended unemployment insurance (UI) benefits disincentivize returning to work.!? States
that cut Ul benefits earlier also have lower rates of unemployment on average.™

» Multiple rounds of stimulus payments also contributed to record high levels of disposable personal
income and personal savings during the pandemic, allowing individuals to delay going back to work.*

» The Biden Administration has argued extending the enhanced child tax credit payments and subsidizing
child care are necessary to get many parents back into the workforce, but simply giving parents money
will not change the limited supply of care due to burdensome regulations that is dwindling further during
the pandemic.™ (Read more in RPC'’s brief entitled “The Truth About Biden’s Child Care Takeover. )

» Further, research from the University of Chicago’s Becker Friedman Institute finds Biden’s American
Families Plan proposal to extend and further enhance the child tax credit, which was temporarily
enhanced under the American Rescue Plan Act, without work requirements would create sizable work
disincentives and lead to 1.5 million workers leaving the labor force.!’

> Despite continued pain felt by businesses experiencing worker shortages, the Biden administration
announced it would establish vaccine mandates on businesses with more than 100 employees.*® As a
result, 7 million affected employees across the country report that they will not get the vaccine even if
the mandate is implemented.*®

Whether enhanced child tax credits, Ul benefits, or stimulus payments, government handouts can lead to or
exacerbate worker shortages, because Americans learn to rely on government checks instead of those earned on
their own. Burdensome government mandates coupled with handouts only make finding workers more difficult.
Small businesses across the nation will be forced to close their doors or permanently turn to technology to replace
workers if this trend continues.
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